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INTRODUCTION

This Article reviews the main aspects of the Latin American Integrated
Market (Mercado Integrado Latinoamericano) ("MILA"), its principal
characteristics, its structure, and the prospects for the development of the
financial markets of MILA's signatory countries. The MILA initiative
creates a genuine investment opportunity for U.S. investors to take
advantage of the benefits generated by an integrated stock market in South
America. As this Article will explain further, U.S. investors may benefit
from larger economies of scale, more uniform and harmonized information,
creation of new financial products, early notification of regulatory changes,
multiple market exposure, and the singular position of trading in three
financial systems at once. Accordingly, U.S. investors may find in MILA a
"one-way street" for investing in securities of the three (and potentially
four if Mexico were to join MILA) jurisdictions whose economies are
sound, and who are jointly taking enormous strides toward strengthening,
harmonizing, and expanding their securities markets.
MILA constitutes an authentic effort to deepen the connections and
opportunities between the stock markets of Latin America's reputedly most
prosperous and consistently open economies: Chile, Colombia, and Peru.
The motivation for MILA's creation arises from a growing interest in the
globalization of financial markets around the world.
In this context, this Article reviews the broader context of the rise of
integrated stock markets around the world, and then provides a description
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of the financial markets of Chile, Colombia, and Peru, explaining the
context in which MILA emerged as an alternative created by the promarket economies of these three prosperous countries of the southern cone
of South America aimed at facilitating the functioning of their stock
markets and the creation of wealth. To frame this development, Part I of
this Article provides a discrete overview of the rise of integrated stock
markets around the world. Specifically, it traces the development of
Euronext and its integration with the New York Stock Exchange
("NYSE").
Part II of this Article examines the legal framework of the stock markets
of each of MILA's signatory countries, providing a background for
understanding the creation and prospects of MILA, and presenting a basic
definition and explanation of MILA including the legal structure, practical
advantages, and operational aspects of its mechanisms.
Part III of this Article discusses the main steps followed by the parties
toward the signature of MILA's Framework Agreement ("MILA
Agreement"), and the main advantages of this integration for MILA's
members.
Part IV of this Article discusses the recent efforts undertaken by Mexico
to join the MILA Agreement.
Finally, Part V of this Article presents a few closing thoughts on MILA's
potential as the foundation for the integration of Latin American stock
markets.
I.

EURONEXT AND

NYSE: THE RISE OF INTEGRATED STOCK MARKETS

During the last three decades, there has been a global trend in favor of
market integration, and more specifically in favor of stock market
integration.' One commentator identifies several factors as probable causes
of this trend, including the need to improve national competitiveness in a
world of multilateral trading systems; 2 the reduction of barriers on mobility
triggered by globalization, market liberalization, and deregulation; 3 and the
revolution in information technology that has facilitated transactions in the
banking and financial sectors.4 Consequently, stock market integration has
found fertile grounds around the globe, and Latin America is not an
exception to this global development.

I. See Hooy CHEE Wool, STOCK MARKET INTEGRATION AND THE PRICING FOR
REGIONALISM 1-10 (2010) (discussing stock market integration in the form of regional
"trading-blocs").
2.
3.
4.

Id. at 5.
Id.at 7.
Id. at 8.
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The most relevant instances of stock market integration are found in the
United States and the European Union. The leading initiatives in this field
were the creation of Euronext in 2001; the integration of the New York
Stock Exchange ("NYSE") and Euronext in 2007; and the recent efforts to
integrate the NYSE Euronext group and the Tokyo Stock Exchange. 5
Euronext, which is the first massive experiment of stock market
integration, was incorporated into the framework of the European Union's
economic integration. 6 Euronext is a result of the initial merger of the Paris
Bourse SBF SA, the Brussels Stock Exchange, and the Amsterdam Stock
Exchange, which went public in July 2001.' After this initial merger,
Euronext also integrated the Lisbon Stock Exchange, the London
International Financial Futures and Options Exchange, and the Deutsche
Bbrse.8 A few years after the Euronext merger, on April 4, 2007, the NYSE
Group, Inc. entered into a merger with the Euronext N.V., a private Dutch
finance company, 9 creating one of the largest operators of the financial
market in the world: NYSE Euronext group.' 0 Today, NYSE Euronext
represents "one-third of the world's equities trading [and is] the most liquid
of any global exchange group."" Finally, the most recent initiative in stock
market integration originates from the agreement signed in March 2011
between the world's two main stock market groups, NYSE Euronext and

5. In 2011, the Tokyo Stock Exchange and NYSE Euronext signed a "Master
Agreement Regarding Mutual Network Connection," designed to provide "access to
both exchange operators' markets using the existing network environments for trading
participants, investors, service providers and other users of both networks." Tokyo
Stock Exchange and NYSE Euronext Sign Master Agreement Regarding Mutual
Network Connection, NYSE EURONEXT (Dec. 8, 2011), http://nyse.com/press/1323341
327130.html.
Markets, EURONEXT, https://europeanequities.nyx.com/markets (last visited
6.
Apr. 12, 2014) (calling Euronext "Europe's first multi-class, fully-integrated exchange
group").
7.
See Lisa K. Kothari, Comment, Global Regulation for Global Stock
Exchanges: The NYSE-Euronext Merger, 22 TEMP. INT'L & COMP. L.J. 499, 501
(2008).
8. Id.; see also R.D., Deutsche B6rse and NYSE Euronext: Why the Marriage
Failed, FREE EXCHANGE BLOG (Feb. 1, 2012, 5:55 PM), http://www.economist.com/
blogs/freeexchange/2012/02/deutsche-b%c3%B6rse-and-nyse-euronext.
Euronext N. V., NYSE Euronext, http://www.nyx.com/who-we-are/company9.
overview/euronext-nv (last visited Apr. 12, 2014).
10. See Who We Are: Quick Facts, NYSE EURONEXT, http://www.nyx.com/
en/who-we-are/quick-facts (last visited Apr. 12, 2014); see also NYSE Group and
Euronext Announce Merger, NYSE GROUP NEWSL. (NYSE Euronext, New York,
N.Y.), June 2006, at 1, available at http://www.nyse.com/about/publication/
1145959806931 .html.
11.
Who We Are: Quick Facts, supra note 10.
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the Tokyo Stock Exchange, which created a mutual network of stock

exchanges.12
These integrations have provided useful insight into detecting and
understanding the main challenges that stakeholders face when
implementing integration. Among these challenges, the most important
have been the harmonization of conflicting, or at least divergent, regulatory
frameworks and the costs of compliance thereof.'3 The NYSE Euronext
experience clearly shows the difficulties of harmonizing divergent
regulatory frameworks as each jurisdiction regulates its own financial
markets differently.14
Much like MILA, the NYSE Euronext merger was the product of a
Memorandum of Understanding signed by the regulatory agencies of the
participating parties.' 5 In the Memorandum, the parties committed to
harmonize the legal frameworks of each country to promote the stock
market integration.' 6 The agreement, however, was non-binding in nature
and prevented conflicts with the domestic laws or other bilateral or
multilateral agreements existing between the signatory agencies'
countries.' ' Consequently, many domestic regulations remained after
integration, creating heavy burdens on non-local stakeholders.'
The
heaviest burdens were created by the obligation to comply with laws on
accountability
standards,' 9 reporting and corporate governance
requirements,20 and disclosure systems. 2 1 Despite these challenges, the
integration of the NYSE and Euronext has resulted in a successful
experience that has facilitated the purchase and sale of foreign shares in the
United States and Europe, 2 2 which is the main purpose of the stock
integration system.

12. See Tokyo Stock Exchange and NYSE Euronext Sign Master Agreement
Regarding Mutual Network Connection, TOKYO STOCK EXCHANGE (Dec. 6, 2011),
http://www.tse.or.jp/english/news/48/111207_a.html.
13.
Kothari, supra note 7, at 515-17.
14.
See id. at 515-16 (2008) (discussing bilateral agreements that were created to
avoid "conflicts that may arise from the application of differing regulatory practices").
15.
Id. at 514.
16.
Id. at 515.
17.

Id.

18.
Id. at 499 ("The greatest challenges are posed by the burdens that listed
companies may face in meeting the different regulatory requirements of the European
nations that list on Euronext and the United States, many of which are rigorous.").
19.
Id. at 510-12.
20. Id.at512-13.
21.
Id. at 513-14.
22.
Id. at 502.
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DESCRIPTION OF THE LEGAL FRAMEWORK OF THE STOCK MARKETS
OF CHILE, PERU, AND COLOMBIA

To understand the relevance of MILA as a crucial effort aimed at
harmonizing Latin American financial markets, this Part will provide a
description and general background information about the basic market
structure and operations of MILA's signatory members. This general
information will benefit U.S. businesses, and their attorneys, seeking to
expand investment opportunities in the Latin American region.
1. Legal Framework of the PeruvianFinancialMarket
This Section will explore the legal framework of the Peruvian financial
market by exploring its (A) history, (B) regulatory scheme, (C) main
institutions, and (D) current performance.
By understanding these
elements, which underpin the Peruvian markets, U.S. businesses and their
attorneys can explore the opportunities presented by MILA with a more
keen understanding of the Latin American market on which it is based.
A. BriefHistory of the Peruvian Stock Market
The origins of the Peruvian Stock Market date back to 1857 with the
creation of the Commerce Stock Market of Lima (Bolsa de Comercio de
Lima).23 In 1898, this institution was renamed the Commercial Stock
Market of Lima (Bolsa Comercial de Lima).24 Due to the catastrophic
effects of the two World Wars and the American Great Depression during
the twentieth century, this institution suffered several drastic changes that
led to the creation of the New Commercial Stock Market of Lima in 1945.25
In 1945, reforms were initiated and then in 1951, the new stock market of
Lima was officially created. However, between 1951-1971, there were
many difficulties, primarily educating people to actually negotiate on the
trading floor. In 1971, conditions were finally ripe for the creation of the
actual stock market of Lima. Between 1971-2002, many important
changes occurred, which ultimately resulted in the electronic system of
trading that Peru now has, CAVALI. Finally, in 2002, the Extraordinary
General Assembly of Associates of the Lima Stock Market decided to
convert this institution into a stock corporation. 26 Likely the most
23.
See Resefia Historica[HistoricalReview], BOLSA DE VALORES DE LIMA,
http://www.bvl.com.pe/acerca-resenahistorica.html (last visited Apr. 12, 2014).
24. Id.

25.

Id.

26.
RONY SAAVEDRA, EL LEVANTAMIENTO DEL VELO SOCIETARIo: DOCTRINA,
LEGISLACION Y JURISPRUDENCIA [THE LIFTING OF THE SOCIETAL VEIL: DOCTRINE,

LEGISLATION AND JURISPRUDENCE] 80-81 (2009) (explaining the most important
differences amongst business entities in Peruvian law). See generally Dante Figueroa,
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important legal and economic consideration behind the conversion into a
stock corporation relates to the issue of limited liability enjoyed by such
entities.
B.

Regulatory Scheme

Peru's Stock Market Law of 1996 is the main body of legislation
regulating the Peruvian Stock Market,27 and its purpose is to regulate the
creation and operation of stock markets in Peru. 2 8 The most relevant
amendment to this law was passed in 2008 by Legislative Decree No. 1061,
which was enacted to enhance the existing Peruvian financial regulations
pursuant to the U.S.-Peru Commercial Promotion Agreement and its
Amending Protocol (Acuerdo de Promoci6n Comercial Perui - Estados
Unidos de Ambrica y su Protocolode Enmienda). 9

In addition to the Stock Market Law of 1996, the operation of the
Peruvian stock market is governed by the subsidiary norms and statutes
listed in Article 9 of Legislative Decree 861 .30 Among these norms and
statutes, the most important are: the local and international financial and
commercial

customs

(usos

bursctiles y

mercantiles

locales

e

internacionales),the Law on General Administrative Proceedings (Ley de
Normas Generales de ProcedimientosAdministrativos), the General Law

on the Financial System and the Insurance System (Ley General del
Sistema Financieroy del Sistema de Seguros), and the Organic Law on the

Superintendence of Banks and Insurance Institutions (Orginica de la
Superintendenciade Banca y Seguros).31

Comparative Aspects of Piercing the Corporate Veil in the United States and Latin
America, Duquesne Law Review, 50 DuQ. L. REv. 683, 704 (2012) (referring to the
emergence of limited liability companies in the United States, where "society
ultimately recognized the benefits of limited liability, which eventually resulted in the
creation of a new form of business organization: the limited liability company.").
27. Ley de Mercado de Valores, Decreto Legislativo No. 861 [Stock Market Law,
Legislative Decree No. 861], 21 de octubre de 1996 (Peru), available at
http://www.congreso.gob.pe/ntley/Imagenes/DecretosLegislativos/00861 .pdf.
28.
HERNAN FIGUEROA, DERECHO DEL MERCADO FINANCIERO [FINANCIAL
MARKET LAW] 810 (Juridica Grijley ed., 2010).
29. According to the heading of Legislative Decree No. 1061 of 2008, the
Peruvian Congress enacted this Legislative Decree with the purpose of facilitating the
implementation of these agreements and to promote economic competition for the
enforcement of these agreements. Ley de Mercado de Valores, Decreto Legislativo No.
1061 [Stock Market Law, Legislative Decree No. 1061], 1 de enero de 2009 (Peru),
available
at
http://www.congreso.gob.pe/ntley/Imagenes/DecretosLegislativos/
01061.pdf.
30.
Stock Market Law, Legislative Decree No. 861, supra note 27, art. 9.
Id.
31.
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Finally, several regulations control those aspects that do not contradict
the contents of Legislative Decree No. 861 and the subsidiary norms and
statutes listed in Article 9 of the Stock Markets Law of 1996.32 In fact,
Article 9 enumerates the legal instruments that apply to matters in which
that law is silent. 33 Among the most important regulations are: the
Regulation on the Operations of the Stock Exchange (Reglamento de
Operaciones de la Rueda de Bolsa),34 the Regulation on the Inscription and
Exclusion of Securities in the Stock Exchange of Lima (Reglamento de
Inscripci6ny Exclusion de Valores Mobiliariosen la Rueda de Bolsa de la
Bolsa de Valores de Lima)," and the Regulation on the Surveillance of the
Market by the Stock Exchange of Lima (Reglamentopara la Vigilancia del
Mercadoporparte de la Bolsa de Valores de Lima).36
C. Main Institutions of the Peruvian Stock Market
The Peruvian Stock Market has three main institutions: the Lima Stock
Market (Bolsa de Valores de Lima), the Central Registry of Securities and
Liquidation (Caja de Valores de Lima) ("CAVALI"), and the
Superintendence of the Securities Market (Superintendencia del Mercado
de Valores) ("SMV").
CAVALI's main function is the creation,
maintenance, and development of the national securities market. 3 7
CAVALI's tasks are the registration, transference, custody, offset, and
liquidation of securities for operations performed at the Lima Stock
Market. 3 8 The SMV, in turn, is a governmental agency ascribed to the
Ministry of Economy and Finance, whose role is to guarantee the
protection of investors, to ensure efficiency and transparency of financial
markets, to enforce compliance with securities markets regulations, and to

32.
FIGUEROA, supra note 28, at 810.
33.
Stock Market Law, Legislative Decree No. 861, supra note 27 (mentioning the
following legal instruments: (a) General Companies Law; (b) Commerce Code and the
Securities Law; (c) local and international stock and commercial customs; (d) Law on
General Norms on Administrative Procedures; and (e) the Civil and Civil Procedure
Codes).
34.
Comisi6n Nacional Supervisora de Empresas y Valores, Resoluci6n No. 211999-EF/94.10 [National Supervisory Commission for Companies and Securities,
Resolution No. 21-1999-EF/94.10], 27 de enero de 1999 (Peru).
35.
Comisi6n Nacional Supervisora de Empresas y Valores, Resoluci6n No. 12598-EF/94.10, [CONASEV] [National Supervisory Commission for Companies and
Securities], (1l de septembre de 1998) (Peru).
36.
Reglamento de Vigilancia del Mercado por Parte de la Bolsa de Valores de

Lima [Regulation for Market Surveillance by the Lima Stock Exchange], BOLSA DE
VALORES DE LIMA (Aug. 1, 1998) (Peru).

37.
Que es CAVALI? [What is CAVALI?], CAVALI, http://www.cavali.com.pe/
que.es-cavali.html (last visited Apr. 13, 2014).
38.
Id.
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oversee the activities of all individuals and institutions involved in
Peruvian financial markets.3 9
i.

The Lima Stock Market

On January 1, 2003, as a result of a decision by the Extraordinary
General Assembly of its Associates,'40 the Lima Stock Market adopted a
new structure and transformed into a special stock corporation. 4 1 By law,
the shareholders of the Lima Stock Market became members of the stock
market and its agents.42
According to its statute, the Lima Stock Market exercises five main
functions: (a) providing the necessary structures and systems to obtain
transparent information for the acquisition and sale of securities to market
participants; (b) procuring the enlargement of the market through activities
addressed to stimulate the negotiation of securities; (c) registering
securities for their negotiation in the stock market; (d) offering information
related to financial intermediaries and financial operations to the public;
and (e) keeping the public informed about the value of securities and of any
other relevant events that may affect the issuance of securities. 4 3
ii.

CA VALI

CAVALI acts as the repository of securities in Peru. Its main function is
to keep the accounting record of securities admitted for trading in the stock
market.4 Also, CAVALI is charged with the exclusive management of the
profits obtained from the trading of these financial instruments. 45 By law,
CAVALI cannot engage in the intermediation of securities or in other
activities related, to the securities market other than managing profits and
maintaining its accounting record.46

39.
Finalidad y Funciones [Purpose and Functions], SUPERINTENDENCIA DEL
MERCADO DE VALORES, http://www.smv.gob.pe/Frm VerArticulo.aspx?data=BB59C7
F473A6A3A7364E3D6 11 A6E59708F2ECO53FD3AD453388 ID5B48E6C9458CAFA
3A (last visited Apr. 13, 2014).
40. See HistoricalReview, supra note 23.
41.
See Stock Market Law, Legislative Decree No. 861, supra note 27.
42. FIGUEROA, supra note 28, at 285-86.
43.
Funciones y Estructura [Functions and Structure], BOLSA DE VALORES DE
LIMA, http://www.bvl.com.pe/acercafunciones.html (last visited Apr. 13, 2014).
44. See What is CA VALI?, supra note 37.
45.
FIGUEROA, supra note 28, at 286.
46. Id.
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iii. The SMV

The SMV is the entity in charge of supervising and controlling the
enforcement of the Stock Market Law.4 7 Historically, this institution was
called

CONASEV

(Comision Nacional Supervisora de Empresas y

Valores) until 2011, when Law No. 29,782, On the Strengthening of the
Oversight of the Securities Market changed its name to the current SMV.4 8
Besides controlling and supervising the enforcement of the Stock Market
Law, the SMV accomplishes several other functions; it serves as the
official interpreter of the Law on the Stock Market, 49 enacts regulations
related to the operation of the stock market,5 0 and promotes the operation
and study of the stock market.
D.

CurrentInformation on the PeruvianFinancialMarkets

In recent years, the operation of the Lima Stock Market has shown a
positive trend. According to a report produced by the Lima Stock Market in
2010, the Peruvian stock market was the most profitable of the South
American region for that year.5 2 Specifically, in 2010, the index of the
Lima Stock Market closed at 23.374 points, which is the second highest
index in Peruvian history, achieving an annual return of 64.99 percent.53
Additionally, "the LSE Selective Index (ISBVL), which groups the 15 most
traded stocks on the market, experienced a 42.86 percent yield in 201O."54
Moreover, "[t]he total BVL Market Capitalization, which includes the
shares issued in Peru as well as those foreign shares that operate in [Peru]
at the end of [2010] reached a record high of US $160,867 million, which
is the greatest historical value of this indicator."55

47. Ley del Mercado de Valores, Decreto Legislativo No. 00861-1996 art. 7
[Securities Market Law, Legislative Decree No. 00861-1996 art. 7], 22 de octubre de
1996 (Peru), availableat http://www.smv.gob.pe/temp/SIL201403251348350469.pdf.
48. See Ley de Fortalecimiento de la Supervisi6n del Mercado de Valores, L. No.
29782 [Law on the Strengthening of the Oversight of the Securities Market, L. No.
29782], 28 de julio de 2011 (Peru), available at http://www2.congreso.gob.pe/Sicr/
TraDocEstProc/ContdocO 1 2011 .nsf/d99575da99ebfbe305256f2e006dlcf0/753aed3eO
4ee5dee05257a0700507448/$FILE/29782.pdf.
49. Securities Market Law, Legislative Decree No. 00861-1996, supra note 47.

50.

See Purposeand Functions, supra note 39.

51.
52.

Id.

See BOLSA DE VALORES DE LIMA, MEMORIA ANUAL 2010 [2010 ANNUAL
REPORT] 6 (2010), available at http://www.bvl.com.pe/memorias/memoriaanual2010/
MemoriaBVL.html.
53.
Id. at 14-15.
54. See id. at 15.
55.
Id.
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This successful trend continued in 2011, a year whose "most relevant
and transcendental achievement . . . was the integration of the stock

markets of Peru, Colombia, and Chile, thus, commencing the joint
operations of [MILA]." 56 Corroborating this tendency, in 2012 (year of the
last publicly-available report on the performance of the Lima Stock
Market), Peru's economy experienced the largest growth (6.29 percent) in
the South American region.s?
For more information on Peru's financial system see below.5 8
2.

Legal Framework of the Colombian FinancialMarket

This Section will explore the legal framework of the Colombian
Financial Market by exploring its history, regulatory scheme, main
institutions, and current performance. By understanding these elements,
which underpin the Colombian market, U.S. businesses and their attorneys
can explore the opportunities presented by the MILA with a more keen
understanding of the Latin American market on which it is based.
A.

BrieffHistory of the Colombian Stock Market

The expansion of the Colombian economy during the first two decades
of the twentieth century fostered the incorporation of the first branches of
foreign banks in that country, the creation of a national bank (Banco de la
Reptblica), and the enactment of the first financial laws. 59 Due to this
economic growth, Colombia created the Stock Market of Bogota (Bolsa de
Valores de Bogoti) in 1928.60 The creation of the Stock Market of Bogota
was followed in 1961 by the foundation of the Stock Market of Medellin
(Bolsa de Valores de Medellin), and the Stock Market of Occident (Bolsa
de Valores de Occidente), in 1983.61 Finally, in July 2001, these three stock

56. See BOLSA DE VALORES DE LIMA, MEMORIA ANUAL 2011 [2011 ANNUAL
REPORT] 10 (2011), availableat http://www.bvl.com.pe/memorias/memoria201 I.pdf.
57. See BOLSA DE VALORES DE LIMA, MEMORIA ANUAL 2012 [2012 ANNUAL
REPORT] 6 (2012), available at http://www.bvl.com.pe/memorias/memoriaanual2012/
BVL-Memoria2012.html.
58. For more information on Peru please see these useful links:
http://www.bvl.com.pe/; http://www.bvl.com.pe/acercamarcolegal.html; http://www.
http://www.congreso.gob.pe/ntley/
cavali.com.pe/;
http://www.conasev.gob.pe/;
Imagenes/DecretosLegislativos/00861.pdf;
http://www.congreso.gob.pe/ntley/Imagen
es/DecretosLegislativos/01061.pdf.
59. See Carlos Caballero Argaez, Una Instituci6n del Siglo XX La Bolsa de
Bogota. [An Institution of the 20th Century. The Bogota Stock Exchange.],
CREDENCIAL HISTORIA, June 2002, available at http://www.banrepcultural.org/
blaavirtual/revistas/credencial/junio2002/labolsa.htm.

60.

Id.
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markets merged into the current Stock Market of Colombia (Bolsa de
Valores de Colombia).6 2
B. Regulatory Scheme
The Colombian financial system is mainly regulated by two bodies of
laws: (1) Decree No. 663 of 1993, Organic Statute of the Financial System
[Decreto No. 663 de 1993, Estatuto Organico del Sistema Financiero]63
and its amendments; and (2) Decree No. 2555 of 2010 for the Financial,
Insurance and the Stock Market Sectors [Decreto No. 2555 de 2010, Sobre
los Sectores Financiero,Aseguradory del Mercado de Valores].64 Law No.
964 of 2005 on the Management and Investment of Resources Generated
from Securities [Ley 964 de 2005, Por La Cual Se Dictan Normas
Generales y Se Sejialan en Ellas los Objetivos y Criterios a los Cuales
Debe Sujetarse el Gobierno Nacional para Regular las Actividades de
Manejo, Aprovechamiento e Inversidn de Recursos Captados del Piblico
Que Se Efectden Mediante Valores y Se Dictan Otras Disposiciones]6s and
its amendments, along with Decree No. 2555 of 2010, are the primary
regulations controlling the Colombian stock market. 66
Other relevant laws closely related to the operation of the Colombian
stock market include Law No. 1266 of 2008, on the management of
financial information as part of the habeas data writ, and Law No. 1328 of
2009, on the protection regime for financial consumers.

61.
See BOLSA DE VALORES DE COLOMBIA, 80 AFJOS DEL MERCADO DE VALORES
EN COLOMBIA [80 YEARS OF THE STOCK MARKET INCOLOMBIA] 12 (2009), available at

http://www.bvc.com.co/recursos/Files/Acerca-de_1a_BVC/OchentaAnosMercado_d
e Valores.pdf.

62.

Id.

63.
Decreto 663/1993, abril 5, 1993, DIARIO OFICIAL [D.O.] (Colom.), availableat
http://juriscol.banrep.gov.co:8080/contenidos.dii/Normas/Decretos/1 993/decreto_663
1993?f-templates$fn=document-frameset.htm$q=%5BField%20fecha%3A I993%3F%
3F%3F%3F%5D%26%5BField%20numero%3A663%5D$x=Advanced#LPHitl.
64. Decreto 2555/2010, julio 15, 2010, DIARIO OFICIAL [D.O.] (Colom.), available
at
http://juriscol.banrep.gov.co:8080/contenidos.di/Normas/Decretos/2010/decreto2555_2010%20-%20original?f&templates$fn=document-frameset.htm$q=%5 BField%
20fecha%3A2010%3F%3F%3F%3F%5D%26%5BField%20numero%3A2555%20%5
D$x=Advanced#LPHitl.
65. L. 964/2005, julio 8, 2005, DIARIO OFICIAL [D.O.] (Colom.), available at
http://juriscol.banrep.gov.co:8080/contenidos.dll/Normas/Leyes/2005/ley-964 2005?f
=templates$fn=document-frameset.htm$q=%5BField%20fecha%3A2005%3F%3F%
3F%3F%5D%26%5BField%20numero%3A964%5D$x=Advanced#LPHitl.
66. See
Leyes
[Laws],
BOLSA
DE
VALORES
DE
COLOMBIA,
http://www.bvc.com.co/pps/tibco/portalbvc/Home/Regulacion/Mercado deValores/L
eyes?action=dummy (last visited Apr. 13, 2014).
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C. Main Institutions of the Colombian Stock Market
The three main institutions of the Colombian stock market are the Stock
Market of Colombia, the Colombian Central Deposit of Financial
Instruments (Dep6sito Centralizado de Valores) ("DECEVAL"), and the
Financial Superintendence of Colombia.
i.

The Stock Market of Colombia

The Stock Market of Colombia is organized as a stock corporation. 67
According to its regulations, the Stock Market of Colombia has thirteen
basic functions. 6 8 Some of the most important functions are: (a) to stimulate
the market of capital, stocks, derivatives, and other financial instruments;
(b) to organize, regulate, and exploit the operation of commercial entities
and electronic systems developed to trade securities; (c) to organize,
regulate, and exploit the operation of bidding systems for the sale of goods;
(d) to establish permanent services of information, diffusion, and sale of
financial data; (e) to stimulate and protect investments on stocks and other
financial instruments; (f) to organize arbitration and conciliation centers,
and other institutions for the settlement of disputes originated from the
trade of securities and other financial instruments. 69
ii. DECEVAL

Like the Stock Market of Colombia, DECEVAL is organized as a stock
corporation. Article 2 of its Operation Regulatory Statute authorizes
DECEVAL to exercise two core administrative functions: to administer the
custody and deposit of securities and to administer the compensation or
liquidation of the deposited securities. 70
iii. The FinancialSuperintendence of Colombia
The Financial Superintendence of Colombia is an administrative agency
affiliated with the Ministry of Finance and Public Credit (Ministerio de
Hacienday Cridito Ptiblico), and it is in charge of the inspection, control,
and supervision of the financial system. 7 1 The specific functions of this
67.

See L. 45/1990 art. 1, diciembre 18, 1990,

DIARIO OFICIAL

[D.O.] (Colom.),

available at http://www.sice.oas.org/investment/NatLeg/COL/L45_90_s.pdf.
68. Id. art. 5.
69. Estatutos Bolsa de Valores de Colombia [Bylaws Colombian Securities
Exchange], Art. 5, 29 marzo, 2012 (Colom.), available at http://en.bvc.com.co/
_onelink_/bvc/es2en/documents/EstatutosBVCActualizadosAGA_20120329.pdf.
70. See DECEVAL S.A. OPERATING REGULATION art. 2 (2011), available at
https://www.deceval.com.co/portal/page/portal/Home/EnglishHome/LegalFramewor
k/Regulations/Manual%20de%200peraciones.pdf.
See L. 2555/2010 art. 11.2.1.3.1, julio 15, 2010, DIARIO OFICIAL [D.O.]
71.
(Colom.), available at http://juriscol.banrep.gov.co:8080/contenidos.dll/Normas/
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agency are regulated in Decree No. 2739 of 1991 and its amendments; the
Organic Statute of the Financial System and its amendments; and Law No.
964 of 2005 and its amendments.72
For more information on Colombia's financial system see below.7 3
3.

Legal Framework of the Chilean FinancialMarket

This Section summarily reviews the history of the creation of the Chilean
Stock Market in the late nineteenth century, as well as the principal
institutions of that stock market, with the purpose of presenting its general
framework and extraordinary evolution that led to play a leading role for
the creation of MILA.
A.

BriefHistory of the Chilean Stock Market

On November 27, 1893, Chile created the Commercial Stock Market of
Santiago (Bolsa de Comercio de Santiago)74 in response to the growth of
the Chilean market and the increasing incorporation of new commercial
companies in Chile during the first half of the nineteenth century. 75 During
the 1930s, the trade of securities from the mining industry was the
predominant activity in the Santiago Stock Exchange ("SSE") [Bolsa

Decretos/2010/decreto_2555 2010%20-%20original?f=templates$fn=documentframeset.htm$q=%5BField%20fecha%3A2010%3F%3F%3F%3 F%5 D%26%5 BField
%20numero%3A2555%20%5D$x=Advanced#LPHitl.
Id. art. 11.2.1.3.2.
72.
For more information on Colombia please see these useful links:
73.
http://www.secretariasenado.gov.co/senado/basedoc/codigo/estatuto organico-sistema
http://www.minhacienda.gov.co/portal/page/portal/MinHacienda/
_financiero.html;
haciendapublica/normativa/regulacionfinanciera/DecretoUnico/09%20DU%20
ACTUALIZADO%20MAYO%20 2012_2.pdf; http://www.secretariasenado.gov.co/
senado/basedoc/ley/2005/ley_0964_2005.html; http://www.bvc.com.co/pps/tibco/portal
bvc/Home/Regulacion/Mercado deValores/Ley es?action=dummy; http://www.bvc.
com.co/pps/tibco/portalbvc/Home/Regulacion/Mercado de Valores/Decretos?action
=dummy; http://www.bvc.com.co/pps/tibco/portalbvc;
http://www.deceval.com.co/
portal/page/portal/Home; http://www.superfinanciera.gov.co/.
74. See Bolsa de Comercio: La Empresa [Stock Market: The Company], BOLSA
COMERCIO SANTIAGO, http://www.bolsadesantiago.com/displayPages/Bolsa%20de%20
Comercio/dispbolsacomercio.aspx?ID=28 (last visited Apr. 13, 2014).

75.
the

Resefia Hist6ricade la Bolsa de Comercio de Santiago [HistoricalSynopsis of
Santiago
Stock
Exchange],
BOLSA
COMERCIO
SANTIAGO,

http://www.bolsadesantiago.com/displayPages/Bolsa%20de%20Comercio/dispbolsaco
mercio.aspx?ID=46 (last visited Apr. 13, 2014).
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Comercio Santiago].76 During recent decades, the SSE has seen rapid
growth and diversification into multiple areas of the economy.
B. Regulatory Scheme
The Chilean securities market is principally regulated by Law No.
18.045 and its subsequent amendments.78 In addition, the General Norms
(Normas de Carticter General) ("NCGs") issued by the Securities and
Insurance Superintendence also play an important role in the regulation of
this market. Some of the most relevant regulations of the Superintendence
are: (a) NCG No. 216 of 2008, on the Definition and Registration of
Foreign Investors and Securities; 7 9 and (b) NCG No. 240 of 2009, on the
Public Offer of Foreign Securities.80

76. See Historia de la Bolsa de Comercio de Santiago [History of the Santiago
Stock
Exchange],
BOLSA
COMERCIO
SANTIAGO
(June
22,
2012),
http://www.bolsadesantiago.com/Theme/videos/videosbolsa.aspx.
77. Id. (stating that "within the economic growth framework that has prevailed in
the country since the 1980s, the Chilean stock market has experienced an extraordinary
development characterized by a substantive growth in stock transactions, the issuance
of securities, diversification of transacted instruments, and the opening of new
markets.").
78. See Law No. 18045, Octubre 22, 1981, DIARIO OFICIAL [D.O.] (Chile),
available at https://www.db.com/dsc/docs/Leyde_MercadodeValores_18.045.pdf.
(describing the multi-faceted mechanisms used to regulate the Chilean stock market).
79. Norma de Caracter General No. 216 [General Character Norm No. 216],
SUPERINTENDENCIA DE VALORES Y SEGUROS (June 12, 2008) ("NCG No. 216"),
available at
http://www.bolsadesantiago.com/Normativa%20Mercado%20de%20
Valores/NCG%20N%C2%B0216%20-%20Define%20inversionistas%20
calificados.pdf (identifying the individuals and entities that are considered as
"Qualified Investors," including foreign investors and those who are authorized to

operate in the Chilean stock market under certain more beneficial conditions). NCG
No. 216 is relevant since it establishes clear and straightforward rules for the regulation
of foreign investors in Chile, thus avoiding confusions and uncertainty on who are the
stakeholders benefitted with the special rules established for foreign investors in that
country.
80. Imparte Instrucciones Sobre Ia Oferta Piiblica de Valores Extranjeros en Bolsas
de Valores Fuera de Ellas. Deroga Norma de Caracter General No. 83 y sus
Modificaciones [Issues Instructions on the Public Offer of Foreign Securities Outside
de National Stock Exchanges. Repeals NCG No. 83 and its Amendments] (Jan. 11,
2009), ("NCG No. 83"), http://www.bolsadesantiago.com/Biblioteca%20BCS/Norma%
20del%20Caracter%20General%20240.pdf (providing that foreign securities may be
transacted in Chile only if Registered in the Foreign Securities Registry maintained by
the Superintendence of Securities and Insurance, and regulating the activities of brokers
who participate in the transaction of foreign securities). NCG No. 83 is relevant
because even though the Chilean stock market is free, it also contains regulations that
are necessary to maintain fairness in the rules of the game.
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C. Main Institutions of the Chilean Stock Market
The main institutions of the Chilean Stock Market are the SSE, the
Central Deposit of Securities (Dep6sito Centralde Valores) ("DCV"), and
the Securities and Insurance Superintendence.
i.

The Santiago Stock Exchange

The SSE is organized as a stock corporation and is governed by the
Stock Markets Law of 1981,81 the Bylaws of the Santiago Stock
Exchange,8 2 and the laws applicable to Chilean closed corporations.
According to its statutes, the main purpose of the Santiago Stock Exchange
is to stimulate the formation of an open, competitive, ordered, and
transparent stock market through its regulation and organization. 84
ii. DCV
DCV is a stock corporation whose role is to receive and deposit
securities offered to the public market, and to facilitate the transfer
operations of these securities.8 5 DCV is governed by Law No. 18.876 of
1989,86 the Supreme Decree No. 734 of 1991,87 and by its internal
regulations.88
iii. The Securities and InsuranceSuperintendence

The Securities and Insurance Superintendence is an autonomous
institution affiliated with the Chilean Ministry of Finance that is

81.
Law No. 18045, Octubre 22, 1981, DIARIO OFICIAL [D.O.] (Chile).
82.
Estatutos Bolsa de Comercio de Santiago Bolsa de Valores [Stock Exchange
Statutes of Santiago Stock Exchange] (Jan. 5, 2012), http://www.bolsadesantiago.com/
Normativas%20Bolsa%20de%20Comercio/ I.-%20Estatutos%20de%201a%2OBolsa%
20de%20Comercio%20de%20Santiago.pdf.
83.
Law No. 18046 arts. 2, 21, Octubre 26, 1981, DIARIO OFICIAL [D.O.] (Chile).
84. See id. art. 2.
85.
See Law No. 18876 art. 1, Diciembre 21, 1989, DIARIOOFICIAL [D.O.] (Chile).
86.
Ley No. 18.876 de 1989, Establece el Marco Legal Para la Constituci6n y
Operaci6n de Entidades Privadas de Dep6sito y Custodia de Valores [Law No. 18,876
of 1989, Establishes the Legal Framework for the Constitution and Operation of Private
Entities for the Deposit and Custody of Securities], http://www.leychile.cl/Navegar?
idNorma=30249&idParte=&idVersion=2009-06-06.
87.
Reglamento Sobre Dep6sitos de Valores: D.S.734, de Hacienda [Regulations
available at
on the Deposit of Securities: S.D. 734, of Finances],
http://www.dcv.cl/images/stories/DOC/empresa/normativa/reglamento_1ey_18.876_mo
dificado.pdf (last visited Apr. 14, 2014).
88.
Statutes DCV & DCV Registros [DCV Statutes & DCV Records], DESPbSITO
CENTRAL
DE
VALORES,
http://www.dcv.cl/en/legal-regulatory/statutes-dcv-dcvregistros.html (last visted April 5, 2014) (providing DCV's internal governance
bylaws).
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responsible for the supervision of the securities and insurance markets.89
Decree Law No. 3.538 of 1980 is the basic body of laws that controls the
organization and functions of this entity. 90 Besides supervising the
securities market, the Superintendence also issues regulations, absolves
petitions, and imposes sanctions for the violation of the laws on the
securities market.9 '
D.

CurrentInformation

The operational data of the Santiago Stock Exchange from the last ten
years shows how this institution has played a fundamental role in the
Chilean market. Specifically, during this period, the volume of securities
traded in the Santiago Stock Exchange increased by 253 percent. 92 Also, in
the last ten years, 164 new issuers of securities have joined this
institution.93
For more information on Chile's financial system see below. 9 4
III. LEGAL STRUCTURE AND OPERATIONAL ASPECTS OF MILA
MECHANISMS

MILA is the first initiative for the integration of the stock exchanges of
three Latin American countries: Chile, Colombia, and Peru.9 ' MILA is the
result of a series of agreements executed by these three stock exchanges

89.
Qud es la SVS [What is the SVS], SUPERINTENDENCIA DE VALORES Y SEGUROS,
http://www.svs.cl/portal/principal/605/w3-propertyvalue-18501.html (last visited April
13, 2014).
90. Decree Law No. 3538, Diciembre 23, 1980, DIARIO OFICIAL [D.O.] (Chile),
available at http://www.svs.cl/portal/principal/605/articles-12401 doc-pdf.pdf.
91.
EDUARDO TRUCCO BuRRows,
LAS BOLSAs
DE VALORES Y SU
REGLAMENTACION [THE STOCK MARKET AND ITS REGULATION] 69-72 (1989).
92.
See Principales Logros [Main Achievements], BOLSA COMERCIO SANTIAGO
(June 22, 2012), http://www.bolsadesantiago.com/Theme/videos/videosbolsa.aspx.
Id.
93.
94. For more information on Chile please see these useful links: http://www.svs.cl/
sitio/english/legislacion normativa/marcolegal/leyl8045 ingles_07122011 .pdf; http:/
/www.svs.cl/sitio/legislacion normativa/marco_1egal/leyl8876junio_2009.pdf; http://
www.svs.cl/sitio/legislacion-normativa/marco_1egal/leyl8876junio_2009.pdf;
http://
www.svs.cl/sitio/english/normativa/general/Organica%203538%20-%20ingles.pdf;
http://www.svs.cl/sitio/englishlegislacion-normativa/legislacion valores.php;
http://www.dcv.cl/; http://www.svs.cl/
http://www.bolsadesantiago.com/index.aspx;
sitio/english/index.php.
95. Quienes Somos [Who We Are], MERCADO INTEGRADO LATINOAMERICANO,
http://www.mercadomila.com/QuienesSomos (last visited Apr. 14, 2014).
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since 2009 for the purpose of creating a regional market for the transaction
of equity securities. 9 6
Consequently, this Part will review the history of the negotiation and
implementation of MILA agreements, objectives, and operation, as well as
MILA's perceived benefits for international investors.
1.

History andNegotiation of MILA

The origins of MILA can be found in the Letter of Intent signed in Lima on
September 8, 2009 (the "MILA Agreement") by the Lima Stock Market,
the Colombia Stock Market, the Santiago Stock Exchange, CAVALI,
DECEVAL, and DCV, respectively.9 7 In this agreement, the parties
expressed their desire to create and promote a model of market
integration.9 8
The creation and implementation of MILA was carried out through a
series of roundtables held between representatives of the stock exchanges
of the three participating jurisdictions, who began meeting in 2009. During
the First Roundtable held in Santiago on October 28, 2009, the supervising
entities of each party to the Framework Agreement (the Peruvian
CONASEV, 99 the Colombian Financial Superintendence, and the Chilean
Securities and Insurance Superintendence) signed their First Memorandum
The purpose of this non-binding
of Understanding ("MOU I").
document 0 0 was to identify the necessary aspectstol that had to be analyzed
96. Id.
97.
See BOLSA COMERCIO SANTIAGO, GUIA DE MERCADO INTEGRADO MILA
[MILA INTEGRATED MARKET GUIDE] 5 (10th version 2013), available at
http://www.bolsadesantiago.com/Biblioteca%20BCS/GuC3%ADa%20de%20Merca
do%20Integrado%20MILA.pdf, see also Memorando de Entendimiento Entre la
Comisi6n Nacional Supervisora de Empresas y Valores del Peru6, la Superintendencia
de Valores y Seguros de Chile y la Superintendencia Financiera de Colombia
[Memorandum of Understanding, Signed Between the Nat'1 Comm'n of Peru for the
Oversight of Cos. and Sec., the Superintendence of Sec. and Ins. of Chile, & the Fin.
Superintendence of Colom.] (Oct. 28, 2009) [hereinafter MOU 1], available at
http://www.svs.cl/sitio/otra-informacion/doc/mou/memorando-superintendencia
colombia-peru chile.pdf.
98. MOU I, supra note 97.
99. After the enactment of Law No. 29782 of 2011, this entity was renamed
as "Superintendence of the Securities Market."
100. See MOU I, supra note 97, art. 3.
101. See Adenda al Memorando de Entendimiento de Fecha 15 de Enero del 2010
Suscrito Entre la Comisi6n Nacional Supervisora de Empresas y Valores del Peru], la
Superintendencia Financiera de Colombia y la Superintendencia de Valores y Seguros
de Chile [Addendum to the Memorandum of Understanding of January 15, 2010,
Signed Between the Nat'1 Comm'n of Peru for the Oversight of Cos. and Sec., the Fin.
Superintendence of Colom., & the Superintendence of Sec. and Ins. of Chile]
[hereinafter Addendum to MOU I] § 2.2, available at http://bit.ly/lewmocw
(explaining that MOU I's objective was for the parties to implement the main activities
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prior to the establishment of an integrated stock market.' 02 MOU I also
identified two other areas that had to be addressed by the parties, including
the creation of proper communication channels between them 0 3 and the
establishment of mechanisms to guarantee the confidentiality of the
information related to the project.104 Annex No. I of the MOU I contained a
list of the eighteen main aspects to be reviewed prior to the establishment
of MILA, including, among other things: access to brokerage firms; 10 5
access to the integrated stock market;' 06 supervision and vigilance of the
integrated stock market;107 creation of rules for the negotiation system;' 08
and custody, compensation, and liquidation of securities operations. 10 9
Pursuant to the agreements reached at the Second Roundtable held in
Lima on January 14-15, 2010, the supervising entities signed the Second
Memorandum of Understanding ("MOU II"), which is one of the
fundamental milestones of MILA because, in this document, the parties
established the model of market integration to be followed in the project
and divided the implementation of the project into two stages." 0 For the
first stage, the parties agreed to follow a scheme of intermediation
beginning in November of 2010,' without the necessity of modifying the
local laws.11 2 Then, for the second stage, the parties agreed to follow a
scheme of direct access to the intermediaries and to implement standard
rules of negotiation by the end of 2011.113 In addition, the supervising
entities established the definitionsll 4 and guidelines"'
for the
implementation of MILA within the MOU II.

and tasks aimed at facilitating the integration project between the securities markets of
each of their jurisdictions through a negotiation mechanism for the securities transacted
in the Stock Exchanges of each jurisdiction).
102. Id. art. 2, annex 1.
103. Id. arts. 4, 9, annex 2.
104. Id. art. 6.
105. Id. annex 1, item 1.
106. Id. annex 1, item 3.
107. Id. annex 1, item 5.
108. Id. annex 1, item 6.
109. Id. annex 1, item 4.
110. See id.
Ill. Francisco Silva Valdivieso, Integraci6n de Bolsas Peru6 - Colombia - Chile 12
(Oct. 28, 2010), available at http://www.bolsadesantiago.com/Biblioteca%20BCS/
Presentaci%C3%B3n%20Superintendencia%20de%20Valores%20y%20Seguros%20
%28SVS%29.pdf.
112. Id.
113. Id.
114. Addendum to MOU I, supra note 101.
115. Id. art. 2.1.2-1.8.
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Before the start of MILA's first stage, the supervising entities conducted
a Third Roundtable, on June 21-22, 2010, where they evaluated the
potential benefits of the integrated market and agreed on the standards to be
implemented in the local regulations to put MILA into operation."' 6 This
roundtable was followed by some visits of national brokerage firms to
Colombia and Peru for the purpose of evaluating these markets.' 17
After these preliminary agreements and meetings, the main institutions
of the project launched MILA in Lima during the "Launch Event of the
Integrated Market" on November 9, 2010.118 During this event, the
institutions signed an agreement for the implementation of the first stage of
MILA, as well as the covenants for the bidirectional link of their
deposits. 1 19 Finally, on May 30, 2011, the commencement of the integration
of the stock markets of Chile, Colombia, and Peru was celebrated.120
After the commencement of the integration, the supervising entities held
two meetings to amend MOU II. In the first meeting, held in June 2011,
these agencies signed the First Addendum'21 to MOU II to create a
Supervisory Committee to oversee and control the activities related to the
operation of MILA and to set the local competencies of the supervising
entities in this field.12 2 In the second meeting that took place in Lima, on
June 15, 2012, the supervising entities signed the Second Addendum to
MOU II to create the Executive Committee of Authorities.123 This body
was created for the purpose of establishing a supreme administrative
coordinator for the implementation of MILA.124
116. See Marcela Seraylin, La Integraci6n de Mercados y Dep6sitos Centrales:
Experiencia del MILA [Market Integration and Central Depositories: MILA
Experience], in ESTUDIO SOBRE Los SISTEMAS DE REGISTRO, COMPENSAClON Y
LIQUIDACION DE VALORES IN IBEROAMERICA 215, 218 (2013), available at
MERCADO
INTEGRADO
http://www.iimv.org/EstudioRCyL/CAPITULO%207.pdf,
LATINOAMERICANO, http://www.mercadomila.com (last visited Apr. 14, 2014).
117. See id.
118. See id.; see also Seraylan, supra note 116, at 218.
119. See Marcela Seraylan Ormachea, Mercado Integrado Latinoamericano- MILA
2 (May 2012), available at http://www.iimv.org/actividades2/CostaRica2Ol2/Dia%
201 0/MarcelaDia I0.pdf.
120. See MERCADO INTEGRADO LATINOAMERICANO, supra note 116; see also
Seraylin, supra note 116, at 218.
121. Addendum to the 2010 Memorandum of Understanding (2011),
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=OCCs
QFjAA&url=https://www.superfinanciera.gov.co/descargas%3Fcom%3Dinstitucional
%26name%3DpubFile3O486%26downloadname%3Dmemoperuchile2010adendal.pdf
&ei=W6grU-CjNJTKOAHgloHQBQ&usg-AFQjCNFJkNahckXoQHUrvuJ7oKfep6Q
xbA&sig2=rs5emmnXOOvtlaRKt8l XQ (last visited Mar. 23, 2014).
122. See Memorandum of Understanding, 2d add., art. 3 (Jan. 15, 2010).
123. Id.
124. Id.
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In 2011, the parties began discussing the potential incorporation of
Mexico into the integrated market. On December 4 of that year,125 the stock
markets and deposits of Chile, Colombia, and Peru signed a Letter of Intent
with the Mexican Stock Market in the city of Mrida, Mexico, to conduct
viability studies to analyze the possible integration of the Mexican Stock
Market (Bolsa de Valores de Mexico) into the MILA Agreement.12 6

2.

Purposeand OperationofMILA

MILA's main aim is to allow local brokers from the signatory countries
to directly negotiate financial instruments listed on foreign equity
markets.12 7 To that effect, brokers have to sign an intermediary routing
agreement ("IRA") with a broker located in the country of origin, that is,
the country where the securities were originally issued. IRAs must be
executed according to the regulations of the country of destination, that is,
the country where brokers desire to trade the securities or other financial
instruments. Finally, brokers must submit IRAs to their respective stock
exchanges for approval.
For example, if a Chilean broker wants to gain access to the Colombian
stock market, the Chilean broker must sign an IRA with a Colombian
intermediary, in accordance with the Colombian regulations. Next, the
Chilean broker must submit the IRA to the Santiago Stock Exchange, and
the Colombian broker must, in turn, submit the IRA to the Colombian
Stock Exchange. Additionally, Chilean brokers must be depositories of the
DCV and sign an agreement called the International Custody Annex
(Anexo de Custodia Internacional) ("ICA"). The ICA requires brokers to
register a current account from a bank in Peru or Colombia. Through that
account, the broker will receive payments from capital events (e.g. profits
generated from transactions, commissions, etc.) of the stocks he has on
each MILA member. In the case of Chile, each intermediary directly enters
market orders (buying or selling orders) over stocks listed on the Colombia
or Lima stock markets. Those orders, which are expressed in local
currency, are sent to the respective foreign exchange market. Once the

125. See Ormachea,supra note 119, at 2.
126. See Roberto Morales, Integracion de la BMV al MILA Iniciaraa Fin de Aifo,
EL ECONOMISTA (Jul. 22, 2013, 9:54 PM), http://eleconomista.com.mx/mercadosestadisticas/2013/07/22/integracion-bmv-mila-iniciara-fin-ano.
127. Id. (citing the Undersecretary of Foreign Trade at the Mexican Ministry of
Economy as saying, "we are working to have the four stock markets of [MILA]
countries to work in line, to be connected, and to allow operations in each of them
independently of the nationality [of the different stakeholders invoved].").
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order is matched, notifications are sent to the DCV and to the respective
foreign deposit: CAVALI or DECEVAL.
All transactions made by intermediaries of the integrated market must be
settled in the place of the exchange, in local currency, and under the
settlement regulations of the country of origin. The local broker settles
bilaterally with the foreign broker. Clearing and settlement of the
operations remain under the responsibility of the local broker. For example,
operations made by a Colombian broker over stocks listed on the Santiago
Stock Exchange-through Chilean brokers-must be settled under Chilean
clearing and settlement regulations, and also under the name and
responsibility of the Chilean broker. Negotiated stocks remain deposited in
the deposit of the country of origin.' 2 8 The DCV guarantees to Chilean
brokers with activities on the Colombian or Peruvian markets the custody
of the shares they have in other deposits, through a "local position
account," through which the DCV can assign the shares to the local
broker's account. Also, DCV allows the local broker to obtain reports and
certificates of the stocks it has on international custodies.12 9 In other words,
in our example, the DCV is the custodian of Chilean brokers with activities
on Colombian or Peruvian stock markets. The DCV has accounts on
DECEVAL and CAVALI, which foreign intermediaries use to deposit the
stocks purchased on behalf of the Chilean broker.130
Relevant activities are subject to the regulations of the country of
origin.' 3 ' For example, in Chile, the DCV receives the respective dividends
paid outside the country and then pays them to the Chilean broker, using
the respective foreign currency and depositing these payments in the
account previously registered by the intermediate.
Finally, authorities from the country of origin retain supervisory powers
over issuers.132 MILA contemplates the execution of supervision and
control agreements between regulators from the three signatory countries.
Relevant information is also made available to both authorities and
investors.
After reviewing the genesis and main aspects of MILA's operation, this
Article will now spell out the benefits that MILA's integrated markets offer

128.
See DCV, Presentacion Corporativa, 1, 6 (Oct. 28,
http://www.jungleboxsolutions.com/mila/files/publicaciones/3presentacion-

2010),

corporativa-dcv.pdf.
129. See DCV, Presentacion DVC Mercado Integrado, 1, 7-9 (Oct. 28, 2010),
http://jungleboxsolutions.com/mila/files/publicaciones/4presentacion-a-corredores.pdf.
130. See id. at 4.
131. See id. at 5.
132. See id.
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to the stakeholders already or potentially involved in the transactions of
variable revenue securities (stocks) in Latin America.
3.

PrincipalAdvantages Created by MILA for the Integration of the
FinancialMarkets of the Parties

MILA strives to achieve what is known as "MILA's Virtuous Cycle."' 33
Namely, MILA involves more international capital flows and increases the
liquidity of stock markets, which are factors that attract more investors and
result in more issuers in the market. The Chilean, Peruvian, and Colombian
stock exchanges present high levels of profitability. In addition, the
economic perfonnance of those countries has strong mid- to long-term
prospects. 134
The particular advantages created by MILA are as follows.
A.

Benefits for Investors

The benefits for investors include: easy access to a much wider market;
more investment alternatives in financial instruments; more liquidity
allowing a higher diversification in the investments; a better risk-return
balance; and a single access point to Latin American stock markets for
foreign investors. 135
B.

Benefits for Issuers

The advantages for issuers include: access to a wider market; availability
of three country-investors for new initial public offerings ("IPOs"); more
access to capital; broader investor base for their financing needs; capturing
the interest of new investors; and capital cost reductions.136
C. Benefits for Intermediaries

MILA's stock integration mechanisms cause stock markets to be more
attractive and competitive because they increase the portfolio of products
and new investment vehicles for investors and produce technologystrengthening implementation with international standards.13 7
133. Enrique Bascur, LATAM FUNDS PEOPLE (stating: "Si el MILA funciona
serd un circulo virtuoso en terminos de liquidez y tamahio de Mercado [If MILA works,
it will be a virtuous circle in terms of liquidity and size of the market"], available at
http://www.fundspeople.cl/noticias/enrique-bascur-si-el-mila-funciona-sera-un-circulovirtuoso-en-terminos-de-liquidez-y-tamano-de-mercado.
134. Preguntas Mas Frecuentes [Frequently Asked Questions], MERCADO
INTEGRADO LATINOAMERICANO, http://www.bvl.com.pe/mila/preguntas-frecuentes.pdf

(last visited Apr. 14, 2014).
135. Id.
136. Id.
137. Id.
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D. Benefitsfor Markets

Overall, MILA mechanisms enhance liquidity in the integrated markets,
and trigger a broader international visibility of the region as an investment
destination. 138
4.

MILA 's Benefits for U.S. Investors

MILA offers real and prospectively significant benefits for U.S.
investors seeking to broaden their stock portfolios in Latin America,
throughout both the first and second phases of MILA's creation and
expansion.
In effect, pursuant to MILA's stated purpose-to broaden and deepen the
market of participating jurisdictions-MILA's first phase targeted "the
creation of a single market for variable-yield securities that is diversified,
broad, and attractive for domestic and foreign investors.1 39 Furthermore,
MILA's second phase seeks to:
provide direct access of foreign intermediaries to domestic securities
negotiations and operations; to obtain the recognition of foreign brokers
to perform these transactions on their own .. . [and in general] the full

recognition of foreign securities and issuers as domestic issuers; and the
treatment of foreign institutional investments as domestic investments. 140
Additionally, MILA created the S&P MILA 40 Index, which will serve
as a "point of reference to international investors, so they may monitor and
follow-up their investments in this region."' 4 1 The synergy created by
MILA in the region will probably increase with the potential addition of
Mexico.142 In fact, some forecast that "if Mexico were to join, MILA would
outrank Brazil's BM&FBOVESPAl4 3 in terms of total listed companies
and would rank second to Brazil in size.144 Accordingly, foreign investors
138. See id.

139. Seraylan, supra note 116, at 218.
140. Id. at 219 n.5.
141. Id. at 226-27.
142. See Kieran Lonergan, Mexico's Securities Legislation Prepares BMVfor Mila
Integration, BNAMERICAS (Jan. 13, 2014), http://www.bnamericas.com/news/
banking/mexicos-securities-legislation-prepares-bmv-for-mila-integration.

143. BM&FBOVESPA is the result of the merger that occurred in 2008 between
Brazil's largest stock exchange -Sao Paulo Stock Exchange (Bovespa)- and the
Brazilian Mercantile and Futures Exchange (BM&F).
144. David Reyes, GESTION (Dec. 4, 2012) (indicating that the MILA market
occupies "the second place after Brazil in Latin America and the Caribbean"),
available at http://gestion.pe/mercados/inteligo-sab-mexico-mila-segundo-mercadomas-importante-region-2053290.
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seeking to diversify their investment portfolios will look to gain unified
access to the financial system of four countries' stock markets that are
among the best performing in the Latin American region."l45
Therefore, in this context, MILA would bring particular benefits to U.S.
investors by allowing them to invest in shares registered at the Stock
Exchange of Colombia, the Commerce Stock of Santiago, and the Stock
Exchange of Lima, through the intervention of their three respective
securities deposits: DECEVAL, CAVALI, and DCV.14 6 To implement their
investment strategies in MILA stock markets, U.S. investors must take into
consideration a series of reasons related to the functioning of financial
markets that are not universally present in non-integrated stock markets.
These factors are: (1) shareholding is the only investment in securities
allowed; (2) trade in shares is performed at one of MILA participating
jurisdictions, according to the place where the respective shares are
originally registered; and (3) the securities broker hired at the jurisdiction
of origin of the respective shares is authorized to trade in the other two
jurisdictions-that is, no multiple brokers are required.14 7
Therefore, a U.S. investor would not only derive advantages related to
lower transactional costs,1 4 8 but also would gain access to multiple
securities markets. Investments do not need to focus on one single area of
the economy or issuer, but may flow through a cross-section of them.14 9
Given the growing level of communication between MILA's stock
markets, and the regulatory and procedural harmonization efforts currently
underway, U.S. investors would also take advantage of economies of scale,
greater information, development of new products, alerts on regulatory
changes, innovative initiatives, visibility of new markets and exposure, as
well as a privileged position in the coveted MILA markets.' 50

145. Can Latin America's Stock Exchanges Successfully Integrate, INTER-AM.
DIALOGUE LATIN AM. ADVISOR I (Mar. I1, 2013) (providing an interview with Jairo
Namur, Head of Latin America at SWIFT Americas).
146. MILA INTEGRATED MARKET GUIDE, supra note 97, at 12.
147. Id.
148. Transactional cost reduction would be achieved on a number of areas, inter
alia: by retaining one broker in a MILA jurisdiction who would operate in three
different jurisdictions; by eliminating duplication of forms and additional services
germane to investing in multiple jurisdictions; and, by reducing brokerage commissions
stemming from the streamlining multiple transactions in two or more jurisdictions.
149. MERCADO INTEGRADO LATINOAMERICANO, SEMINARIO: MERCADO INTEGRADO
LATINOAMERICANO OPORTUNIDADES Y DESAFiOS [SEMINAR: LATIN AMERICAN
INTEGRATED MARKET OPPORTUNITIES AND CHALLENGES] 3 (2012), available at
http://www.bolsadesantiago.com/Biblioteca%20BCS/Presentaci6n%2OSeminario%20
MILA%200portunidades%20y%20Desaf/oC3%ADos.pdf
150. Id. at 5.
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For example, in Chile, by becoming certified as "qualified investors" 5'
according to the applicable legislation, U.S. investors can participate in the
Chilean Stock Market, and also in the offers and tenders addressed to
them.15 2 Entities eligible to qualify as "qualified investors" include
"banking, insurance, re-insurance, pension fund administrators or other
securities brokers, incorporated abroad" (outside of Chile).153 In addition,
U.S. investors can become licensed as "qualified investors" if they enter
into a "portfolio administration agreement" with a "qualified investor." 54
Hence, once a U.S. investor becomes a "qualified investor," it must register
its shares in the local stock market,' 5 5 and this registration makes the shares
automatically available in the other two MILA stock markets.
CONCLUSION

The MILA Agreement serves as a blueprint for the real integration of
Latin American financial markets through a combined mechanism that
builds upon the individual legal and financial structures of each of the
parties' stock markets.
It further accomplishes this through the
streamlining and harmonization of requirements, notification, and referral
and certification procedures that strongly facilitates exchange amongst
MILA parties.
As recently as March 19, 2014, a high level delegation from the Mexican
Stock Exchange and INDEVAL (Central Deposit of Securities)1 5 6 visited
the Santiago Stock Exchange, with the purpose of defining a common
action plan between MILA and its Mexican counterparts.'
These efforts
are well underway, and there is a sense of renewed energy among MILA

151. General Character Norm No. 216, supra note 79, art. 2(2).
152. U.S. investors looking at MILA would derive considerable benefits, among
others: benefits of scale from investing in multiple jurisdictions; more efficient access
to MILA's stock markets; regional investment portfolios which leads to risk
diversification; development of new products; anticipation of regulatory changes; joint
marketing of products; innovation.
153. General Character Norm No. 216, supra note 79, art. 2(2).
154. Id. art. 2(6).
155. Valdivieso, supra note 111, at 34.
156. INDEVAL, http://www.indeval.com.mx (last visited Apr. 14, 2014) (defining
[NDEVAL as "a private institution authorized by law to operate as a Central Deposit of
Securities in Mexico).
157. Delegaci6n de la Bolsa de Valores de Mxico Visita la Bolsa de Santiago

para Avanzar en su Integraci6n a MILA [Delegation from the Mexican Stock
Exchange visits the Santiago Stock Exchange], BOLSA COMERCIO SANTIAGO,
http://www.bolsadesantiago.com/noticias/displayPages/noticias%20bcs/dispnoti.aspx?
D=1000 (last visited Apr. 14, 2014).
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members for the further implementation of their ambitious financial
integration goals.'5 8
In turn, MILA's sustained growth is reflected in the statistics. In April
2013, MILA experienced a growth of 1.3 percent,159 and the S&P Dow
Jones created a specific Index titled, S&P MILA 40.160 In this context, U.S.
investors, who are broadly known by their entrepreneurship and skills on
the world's financial markets, should be ahead of their peers coming from
other areas of the world into Latin America's most coveted financial
markets.
In sum, in a region where volatility is ever present, and where political
risk is pervasive, the degree of confidence that the financial markets of
three pioneering countries have put in their common undertakingMILA-is praiseworthy and goes clearly in the right direction.

158.

See The Mexican Stock Exchange Signs Agreement to Join MILA, WORLD
http://www.world-exchanges.org/news-views/mexican-stockexchange-signs-agreement-join-mila (last visited Apr. 14, 2014).
159. MILA: Fortaleciendo la Integraci6n Financiera, INTER-AMERICAN
DEVELOPMENT BANK, http://www.iadb.org/es/temas/comercio/mila-fortaleciendo-laintegracion-financiera,6839.html (last visited Apr. 14, 2014).
160. S&P MILA 40, S&P Dow JONES INDICES, http://us.spindices.com/indices/
equity/sp-mila-40-index (last visited Apr. 14, 2014).
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